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Stock Brokers’ Accounts— 


By CrecIL R. 


Dean, San Francisco Institute of Ace 


It should be borne in mind at the 
outset that this thesis is not intended to 
cover all phases of Stock Brokerage 
\ccounting, but is an attempt to outline 
only the essential features of a workable 
system. 

There are two major classes of stock 
brokers: viz., those who are members of 
one or more recognized stock exchanges 
and those who are not members of such 
exchanges. This treatise will deal only 
with an accounting system such as might 
he maintained by a broker of the former 
class. 

A broker is 
although he engages in certain transac- 
tions as principal and deals largely in 
His dealings are mainly 
with three classes of people: 

First, with 
tomers” 


primarily an agent, 


his own name. 


his principals, or ‘*cus- 

Second, with other brokers; 

Third, with banks and bankers. 

His dealings with his customers con- 
sist of the execution of their orders for 
the purchase and sale of securities. In 
this connection he functions solely as an 
agent. 

He deals with other brokers in carrying 
out the instructions of his principals. 
He buys from them and sells to them 
exclusively. As between themselves, 
brokers deal in their own names and as 
principals, the seller relying on the credit 
and integrity of the buyer (and vice 
versa) without regard to the identity of 
the buyer’s principal. 

His dealings with banks consist of the 
borrowing of money and the pledging of 
collateral security therefor. He deals 
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actually as principal and in his own 
name; he is the primary debtor, although 
theoretically he acts as the agent of his 
This distinction is more fully 
de eloped hereafter. 

In addition to dealing with distinct 


customer. 


classes of people, the broker also engages 


in distinct classes of transactions, the 


principal classes of which may be sum- 
marized as follows: 


I]. With Customers 
\. Purchase of securities 
1. For cash 
2. On margin 
(a) Long 
b) Short 
3. Sale of securities 
1. For cash 
2. On margin 
a) Long 
b) Short 
C. Interest and dividend adjustments 
I] With Brokers 
A. Purchase of securities for account 
of customer (or house) 
3. Sale of securities for account of 
customer (or house) ; 
(. Borrowing securities to effect de- 
livery in connection with a short 
sale 
LD. Lending securities 
II. With Banks 
\. Borrowing money 
1. Pledging collateral 
B. Repayment of loans 
1. Redemption of collateral 


It seems expedient at this point to 
touch upon some of the basic distinctions 
between types of transactions enumer- 
ated above. 


Definitions 
House: The term ‘house,’ as used 
hereafter, broker whose 
accounts we are considering. 


means the 
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Broker: The term ‘ broker,” 
herafter, refers to brokers other than the 
house. 


as used 


The term ‘‘cash’’ includes 
drafts, and other negotiable 


instruments which are accepted as the 


( ‘ash: 
checks, 


equivalent of cash in ordinary business 
practice. 


Where ref- 


erence is made to a customer’s buying, 


Customer's Transactions: 
securities, it 
that 


borrowing is 


selling, or borrowing of 


should be understood such pur- 


chase, sale, or effected 
through the house. 

Cash vs. Margin: A cash transaction 
is one in which the entire price is paid in 
cash upon delivery of the security. In 
the case of a cash purchase, the customer 
pays the full price and takes delivery of 
the security as soon as he receives notice 
from the house that his order has been 
executed. This notice is ordinarily in 
the 
case of stocks, due to the necessity of 
effecting the ordi- 
narily receives a due bill from the house, 
instead of the actual certificate 
Later, this due bill is exchanged for the 
certificate. 


the form of a “bought” note. In 


transfer, customer 


stock 


In the case of a cash sale, the customer, 
upon notice of execution, delivers the 
security sold to the house, and receives 
from the house a check for the selling 
price, less charges. 

A margin transaction is one in which 
the customer deposits with the house a 
certain percentage of the market value 
per share, the house supplying the addi- 
tional amount required to swing the 
transaction. This advance amounts, 
ordinarily, to about 80 per cent of the 
purchase price. The house retains pos- 
session of the stock as security for the 
funds which it has advanced, although 
title rests in the customer, or principal. 

Long cs. Short: A \ong transaction is 
one which proceeds in the ordinary 
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sequence of purchase and sale transac 
tions; viz., the security is first purchased 
and then held for investment. 
buvs a 


sold or 
long 


ordinarily expects to profit either by 


A customer who stock 
holding it for the dividend return or by 
selling it at a price higher than cost, or 
both. 

A short 


opposite. 


transaction is exactly the 
\ sale is first made, and then 
the security necessary to fill the contract 
is purchased. The customer who ‘goes 
short” expects to profit by a fall in the 
He sells a 
stock that he does not own, and agrees 
If he 
sells, say at ‘‘100 seller 90, sometime 
during the 90 days following the sale he 
must purchase the stock and deliver it to 
the one to whom he sold it. If within 
that time he is able to buy it in at less 


market price of the security. 


to deliver in 30, 60, or 90 days. 


than 100, he makes a profit; otherwise he 
suffers a loss. 

Borrowing and Lending of Securtties: 
These transactions are a _ necessary 
counterpart of short transactions. An 
example will afford the best illustration, 

The house sells short, for customer A. 
10 shares XYZ to Broker B. It must be 
remembered that neither the house nor 
customer A has the stock, although 
delivery to B must be made. If A is 
able to purchase the stock prior to date 
set for delivery, no complications arise. 
If, however, he has been unable to make 
an advantageous purchase, and on de- 
livery date is still short, he may be able 
to borrow the stock from some one who 
has it, and thus make delivery. 

Assuming in the case given above that 
customer A has not covered his short 
sale, the house borrows the 10 shares 
XYZ from broker C and delivers it to 
broker B, at the same time paying C 
therefor at the current market price, 
but agrees to return 10 shares of XYZ 
stock to broker C at a later date. This 

















transaction is not a purchase, because 
iltimately A must buy in the 10 shares 
which he is still short, and the house in 
turn must return to C the 10 shares 
which it borrowed, receiving back the 
amount paid to C when the stock was 
borrowed. 

A broker must, to 
. large extent, depend upon the banks 


Borrowing money: 


or other lenders to finance his operations. 
It was stated previously that in a margin 
transaction the the 
difference price and 
customer’s margin. As a matter of fact 
the house takes the stock purchased to 
the bank and pledges it as collateral for 
a loan, amounting usually to about 
70 per cent of the market price. Thus, 
in reality, the house advances from its 
own funds only about 10 per cent of the 
purchase price. 

It is to be remembered that while the 
house is theoretically acting as agent of 
the customer, it always deals with the 
bank as principal. All such loan transac- 
tions are carried on in its own name, and 
it is the principal debtor. 


house advances 


between market 


Financial Statements 


The financial statements are made of 
the following items: 
3ALANCE SHEET 
Assets Liabilities 
1. Customers Short 
2. Failed to Receive 
3. Stocks Loaned 
4. Loans Payable 
5. Accounts Payable 


1. Cash in Bank 1 
2. Petty Cash 1 
3. Stamps 1 
4. Customers Long 1 
5. Failed to Deliver 1 
6. Stocks Borrowed 

7. Securities Owned 


oe : Ca pital 
8. Furniture and P 


Fixtures 21. Personal 
9. Stock Exchange 22. Capital 
Seat 
Prorit & Loss 


34. Rent 31. Commissions 
35. Salaries 32. Interest Earned 
36. Interest Paid 33. Miscellaneous 


37. Revenue Stamps Income 


38. General Expense 
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While the foregoing classification lists 
separately Customers’ Long and Cus- 
tomers’ Short accounts, all customers’ 
accounts are actually recorded in a single 
controlling account. On the Balance 
Sheet, the detail accounts are analyzed 
and the ‘‘long’’ accounts, together with 
‘Failed to Deliver’? items of cash cus- 
tomers, listed as and the 
“short” accounts, together with ‘ Failed 
to Receive’’ 


are assets, 
items of cash customers, are 
liabilities. Therefore, while 
separate “short”? and ‘“‘long’’ classifica- 
tions are listed, the debits and the credits 
indicated below for these classifications 
are in fact recorded in one account. 
Furthermore, a Brokers Controlling 


listed as 


Account is kept, representing cash 
amounts due from and to brokers. 


The details of this account are analyzed 
and are merged on the Balance Sheet 
with the ‘Failed to Deliver” items and 
the “Failed to items from 
customers. This will be explained. 

4—Customers Long: Debit with market 
price (plus brokerage charges) of secur- 
ities purchased. 

Debit with cash paid to customer. 

Debit for interest on balance. 

Credit for cash received from customer. 

Credit for market price (less brokerage 
and stamp charges) of securities sold. 

Credit for dividends received on stock 
carried for customer. 

This item represents the amounts owed 
to the houst by margin customers, prin- 
cipally on account of advances made by 
the house to the purchase of 
securities. 

5—Failed to Deliver: This is a balance 
sheet classification only, which repre- 
sents amounts receivable from “‘cash”’ 
customers and Stocks pur- 
chased for customers represent a debit 
to the customer and a credit to the 
broker from whom purchased. All cus- 
tomers’ debits and credits are recorded 


Receive”’ 


effect 


brokers. 
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How- 
ever, individual accounts are opened 


in a single controlling account. 


only for margin customers; otherwise the 
volume of bookkeeping work would be 
The the 
tomers’ controlling account represents, 


prohibitive. balance of cus- 


therefore (among other items), aggregate 
balances of individual margin accounts, 
plus items due from cash customers. 

lhese latter items make up part of the 
balance of the “failed to deliver’ item, 
on the theory that the house has not 
received payment from its customer, due 
to its failure to deliver to the customer 
the security purchased. 

The remainder of this item is made up 
of items due from brokers and proc eeds 
upon the same theory; viz., payment has 
not been received from the broker due 
to failure of the house to deliver to him 
the stock sold. 

Detailed accounts are maintained for 
brokers. The balance of the controlling 
account is proved by means of listing 
unpaid items from the blotter, both 
receivable and payable. On the balance 
sheet these brokers’ items are consoli- 
dated with the customers’ cash items, 
and the amounts 
‘failed to deliver” and “‘failed to receive.” 

6—Stocks Borrowed: Debit for amount 
paid to brokers when stock is borrowed. 
Credit for amount received from brokers 
when stock is returned. 


compose shown as 


This account represents market value 
at the time borrowed) of stocks borrowed 
from brokers. 

7 This account 
represents the value of securities owned 


Securities Owned: 
by the house, as distinguished from 
securities belonging to or carried for 
account of customers. 

g—Stock Exchange Seat: The member- 
Asa 


broker cannot trade upon the exchange 


ship of stock exchanges is limited. 


unless he has a seat, or in other words, 
unless he is a member, his membership 


BOM. 
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This value often 


or “‘seat’”’ is valuable. 


runs dollars and 


represents not merely a book figure, but 


into thousands of 
actual value that can be realized in cash 
at any This fact 
that stock exchange seats are always in 
demand. 


time. is due to the 


11—Customers Short: Debit for market 
price (plus brokerage charges) of se 
curities purchased. 

Debit for cash paid to customers. 

Credit for market price (less brokerage 
and stamp charges) of securities sold. 

Credit for 
tomers. 


cash received from = cus- 
Credit for interest on balances. 
As in 
this item 


Inasmuch as in 


the case of “customers long,” 
margin accounts. 
transactions the 
sale precedes the purchase, the custom- 
account has a credit balance and 
represents a liability of the house. 
12—Failed to Receive: This item is a 
balance classification only, and 
represents amounts payable to brokers 
and 


represents 
short 


er’s 


sheet 
to cash customers, on the theory 
that payment thereof has not been made 
by the house, due to the failure of others 
to deliver the securities purchased (from 
brokers) or sold (for customers). 

The remarks under No. 5, “Failed to 
Deliver,” apply to this item as well, 
except that here the debit and credit 
effects are reversed, and we are dealing 
with a liability instead of an asset. 

13—Stocks Loaned: Debit for amounts 
paid to brokers upon return of stocks 
previously loaned to them. 

Credit for received from 
brokers when stocks are loaned to them. 

This account represents market value 
at time of transaction) of stocks loaned 
to other brokers. 

14—Loans Payable: This account rep- 
resents amounts borrowed from banks 
or others, and secured by collateral in 
nearly all cases. 


amounts 





Bich. B.S 
lccounts Payable: This account 
epresents ordinary liabilities for ex- 
venses, equipment, and similar items. 
It is not ordinarily kept during the year 
nd is used only for accrual purposes at 
the end of the accounting period. 
Accounting Records 
Phe following records are kept: 
cial Record 
Ledger 
1. General Ledger 
? Customers Ledger 
3. Loan Ledger 
Record of Original Eutry 
1. Journal 
2. Cash Book 
3. Blotter 
Supplementary Record 
1. Margin Record 
Securily Records 
1. Position Book (Ledger) 
2. In and Out Book (Original Entry 
_ 
General Ledger 
The General Ledger may be either 
loose leat or a bound book, depending 
irgely upon personal preference. It 


contains the balance sheet and_ profit 
and loss accounts, standard ledger rulings 


being used. 


Customers’ Accounts 


A controlling account with customers 


M . 
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able to use a special ruling for this 
purpose, which is illustrated by Form 1. 

Emphasis must be laid upon the fact 
that it is essential to describe the condi- 


tion of the accounts of customers in 
terms of securities as well as dollars and 
cents when submitting statements to 
them. 


In order that this may be done, it is 
necessary that the accounting system be 
planned to provide for the accumulation 
of full information, that transactions be 
correctly finally, that 
postings be made to the proper accounts 


recorded, and 
of debit and credit amounts and pur- 
chases and sales of securities made. 

To illustrate the accounting procedure, 
let us assume the following series of 
transactions: 

On June Ist, Frank Robinson depos- 
ited $1,000 with C. D. Blank and Com- 
to account. On June 
5th, he instructed his brokers to pur- 


pany, open an 
chase for his account twenty shares of 
\merican Telephone and Telegraph and 
ten shares of Baldwin Locomotive, ‘‘at 
the market.” 

Purchase was duly made that day at 
the best obtainable, namely, 
American Telephone & Telegraph Com-. 
pany, 122; Baldwin Locomotive, 115. 
On June 10th he executed a short sale, 


prices 

































































is maintained in the General Ledger, selling ten shares of United States Steel 
being built up from column totals in at 90. 
Cash Book, Blotter, and 
NAME Frank Robinson, 
Journal ADDRESS / W. 65th St., City, 
; : TELEPHONE Endicott 1234 
Customers accounts : 
lust also be maintained SET l >: in 
ith individuals s ioe Date Description || Price| F. | Debit | Credit ‘er oe 
ith i divide us howing Py | = 
ash received from and — |= 
aid to them, debits and Nel Deposit 12 1000/—| 1000|—| 
° - s 20 | Am. Tel & Tel. 122 | 13 |2: — 
redits on account ol 10 Baldwin 115 1150 —| 
Commission 4 2594 
. Seis sihaceadiis 10 10 || U.S. Steel B 90 | 14 900|— 
ecurities purchased and U. 8. Steet E also mee 
old, interest charges and om eH 
; ‘ arges i Interest 695 1703\35| 14\98) 8|— 
redits, dividend adjust- | 
lents, etc. It is advis- Form 1—-Customers’ Ledger 
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The effect of recording these transac- 
tions, together with interest charges and 
credits, commission and stamp charges 
(items incidental to trading), 
in the of 
(Form 1 Statements 
one shown (Form la) are sent 
tomers monthly. Although forms 
of statement and ledger account differ 
in this illustration, they may, of course, 
identical, In 
brokerage customers’ 


shown 


IS 


form customers’ accounts 
the 


cus- 


similar to 
Lo 


the 


be or nearly so. many 


where 
accounts are kept by means of book- 


concerns, 


keeping machines, this is the case. 
The debit balance of $1703.35 brought 
down shows that Robinson is indebted 


to C. D. Blank & Company in that 
amount. He is also obligated to the 
extent of ten shares of U. S. Steel. As 


is 


he 
“long”? twenty shares of 


offsets to these, 


Mr. Frank Robinson, 
1 W. 65th St.. 


M. 
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posted to Loans 


Payable controlling 
account, in General Ledger. 


Form 2—Loan Ledger 
This record should be a_ loose-leat 
ledger or a_ card file. A separate 


account may be kept, either with each 
lender for each loan. The former 
practicable, the broker 
ordinarily has a general balance with 
the lender, instead of one or more specific 
loans. 


or 


is more 


as 


This general balance is expanded 
or contracted according to his needs, 
and this process is accompanied by the 
pledging of additional collateral or the 
redemption of collateral previously 
This 


method of dealing, therefore, tends to 


pledged, as the case may be. 


Cc. D. BLANK & CO. 















































New York, N. Y. _ New York, N. ¥ 
American Telephone & ccniaieaniniens net meant et 
Telegraph Company and 19—| | | WWro—{ | | 
| Baldwin =| SReme tere et ae PR 
ten shares of Baldwin juss |soltmeemse | 6 5] ee - 
Locomotive. These secu- | |Revenue Stamps | *($0)|| June |30/zatance 1703|35 
rities are held by brokers \$3603|35)|| | 
3 
to protect themselves  j&y| sbpatence \s1703)35 OS les 
f advance ade by 20 Am. Tel. & Tet. | aeieiimiaicass 
or advances made by 20 | 
them to purchase stocks | | 
t F . | | 
for which Robinson had — 
Form la 


insufficient capital. 

Where an account contains only short 
sales, it called a “short’’? account. 
If only long items appear, it is known 
a “long” account. If both types of 
transactions have occurred, the account 


1S 
as 


is said to be “hedged.” 


Bank Loans 

The original record of these transac- 
tions is made in the Cash Book, and 
postings are made to the individual 
creditors’ accounts in the Loan Ledger, 
ruling of which is shown in Form 2. 

Totals of debit 
Payable” columns 


and credit ‘‘Loans 
(in Cash Book) are 


merge all loans into a general balance, 
instead of keeping intact the identity of 
each specific loan. 

The record shown provides for re- 
cording date of transaction, movement 
of securities, and money debits, credits, 
and balance. 


Brokers Controlling Account 


A brokers controlling account is 
maintained in the General Ledger, and 
is built up from the footings of the 
Brokers column, in Blotter and Cash 
Book. As explained previously, it is 
sometimes impracticable to open indi- 
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« 
vidual accounts with brokers, the entries are necessary from time to time, 
vulance of the controlling account being but the regular recurring ones are con- 
reconciled by the listing of unsettled fined almost exclusively to the periodical 
items from the Blotter. adjusting and closing entries and to 
interest debits and credits. 
Stocks Borrowed and loaned In actual practice it may be found, in 
General Ledger accounts are main- many instances, that a Journal is not 
f tained for “Stocks Borrowed’? and in use. Accounts are closed simply by 
‘Stocks Loaned.”” The original record — transferring the balance in one account 
of these transactions is made in the Cash — to that of another. 
a ; Some concerns enter 
ae : any miscellaneous items 
(such as would ‘find their 
Shares or Par } | . 
oe eicuniiine wl seen: | eoeuc tee Wey ie the Journal in 
——= a commercial concern) 
in the Blotter. 
| Interest Adjustments 
Interest is charged on 
customers’ debit balances 
. | and allowed on custom- 
| ers’ credit balances. If 
a Journal is in use, en- 
| tries should be passed at 
Ty Snemn 5 ~Sank Baas ~ the end of the month, 
debiting and _ crediting 
Book, as the money received or paid customers’ controlling and interest ac- 
furnishes the basis for entry in the counts as the case may be. Postings 
tinancial books. As these transactions to individual customers’ accounts are 
are few in number, detail postings are made during the month as interest calcu- 
made to Ledger accounts from sundries — lations are performed. 
J columns in Cash Book. In_ theory 
these transactions are identical with Cash 
loan transactions at bank, as they consist The accounting for cash transactions 
merely of the borrowing of money with presents no éxtraordinary features, but 
collateral pledged as security. Thereisa follows ordinary procedure in such 
distinction from the practical viewpoint, cases. All cash received and disbursed 
however, as they are executed for the must be recorded. The most suitable 
benefit of the lender, rather than for the ;ecord for this purpose is a specially 
benefit of the borrower. ruled Cash Book, such as the one 
illustrated by Form 3. In a properly 
‘ Journal 


An ordinary two-column Journal’ is 


sufficient, although it advisable to 


is 


have special columns, debit and credit, 
customers. 


lor 


Miscellaneous Journal 








designed system all cash received should 
be deposited in bank and all disburse- 
ments except petty cash should be 
made by check. Petty cash fund should 
be maintained on the imprest basis. 














The totals of the Total, Customers, 
Brokers, and Loans Payable columns 
furnish the monthly debits 
and credits to Bank Account, Custom- 
Control, Brokers’ Control, and 
Loans Payable Control Accounts, re- 
spectively. Detail are 
made to individual customers accounts 
from the two customers columns. 

Cash 
checked against the corresponding entry 
in the Blotter. A list of unpaid cash 
items (debit and credit) is taken from 
the Blotter at the end of the month and 


basis of 
ers’ 


postings also 


customers’ transactions are 


is used in conjunction with the balances 
of margin accounts to prove balance of 
Customers’ Controlling Account. Ex- 
pense column is analyzed monthly, 
and postings are made therefrom to 
various Expense Accounts in General 
Ledger. 

Very often it will be found that no cash 


(Left Page) = 
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the customers’ 


the house appears as the stockholder of 


gin customers rests in 


record, and consequently dividends on 
such stocks are paid to it. 

Such dividends are recorded in the 
cash book in the same manner as any 
received is 


cash customers’ 


cus- r 


recorded, 
accounts being credited. If 
tomer desires to 


the 
receive his dividends 
in cash, the broker draws a check and 
charges the customer as in the ordinary 
case of cash paid to a customer. 


Purchases and Sales 
Purchases and sales of securities de- 
mand careful accounting. A purchase 
transaction involves: 

a) A debit to the customer for whom 

purchased. 
b) A credit to the 
whom purchased. 
(c) A credit to Commission Account. 
A sales transaction in- 


customer from 


















Date Name 





| | — 
| | | 


Total Poll Vv Brokers| pasate | 








S eo volves: 


Sea la Tee a) A debit to the 
es 2 see broker to whom sold. 
| | (b) A credit to the cus- 
| | | tomer for whom sold. 
(c) A credit to Com- 
| mission Account. 
d) A credit to Expense 
| for the tax. 
The tax is in the form " 





book, such as depicted 





of revenue stamps, 


(Right Page) 








here, is used. Thecheck ——— 












book, as a rule, consti- P*peam**™4 
(Same as above) 


tutes the only record of =-——— 
cash transactions. De- 

tails are noted in full on 

the stubs, in the usual 
manner, and postings are I 
made from this source. 


Dividends | 
Although title to | 


| Check|| ri 7 
No. || Total tomers) V | Brokers Payable Expense) 





] 
Cus- | Loans es... a 
Account | v | Amount 




















| | 
| | 
| | 
| | | 





stocks carried for mar- 





Form 3—Cash Book 














which are purchased by the broker and 
charged to Expense. When 
are sold the broker attaches the required 
stamps to the security and charges the 
customer for the value thereof. 

The original record of purchase and 
sale transactions is made in the Blotter, 
which is illustrated in form 4. 


securities 


Blotter 


The Blotter, as it 
ordinarily called, is the 
of Stock 
Broker’s accounting sys- 
tem. It affords a record 
of his daily transactions 
and furnishes the basis 
for his settlements with 
brokers and customers 
and for very necessary 
entries in the Position 
Book. 


Purchases are recorded 


(Left Page) 
1S 
Shares 


Date | Security 


cornerstone a 
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Price 


column on the credit side of the Cash 
Book. The total of the “Brokers” 
column in the Blotter is posted to the 
credit of Brokers Controlling Account, 
the balance of which is accounted for by 
a list of unpaid items taken from the 
Blotter. 


The total of the Commission column 


SECURITIES PURCHASED 











Credit Brokers Debit Customers House 





Amount| Name Debit 


} Amount} Name Credit 





| 
| 


(Binding Margin) 




















SECURITIES SOLD s 
(Right Page) 











on the left-hand page, 
the date of the trans- 


3! 
Security 


Debit Brokers Credit Customers House 





Amount} Name Amount] Name Debit | Credit 





action, the name of the 
security, the number of 
shares (of stock) or the 
par value (of bonds), and 
the price per share or 
per thousand dollars be- 
ing shown in the appro- 
priate columns. ‘These 


(Binding Margin) 














| | 


| 
| | | 
| 


| 























columns are purely sta- Form 
tistical in nature, and do 

not as such go into the financial records. 
They do, however, furnish the basis 
for arriving at the amounts of the 
financial entries and for entries in the 
Position Book. 

The amount column under “ Brokers”’ 
is used to show the total amount of the 
purchase and is arrived at by multiply- 
ing the number of shares by the price 
per share. No detail postings are made 
from this column, entries herein being 
offset against entries in the “Brokers”’ 





4 


-Blotter (Purchase and Sales Record) 


furnishes the’ basis of a monthly credit 
to Commission Account. 

The Amount column under ‘“‘Custom- 
ers’’ furnishes the basis for detail postings 
to the debit of Margin Customers’ indi- 
vidual accounts and for summary post- 
ing at the month-end to Customers’ Con- 
trolling Account. Brokers’ amount plus 
commission equals customers’ amount. 

The house engages in various transac- 
tions, sometimes functioning as broker 
and sometimes as customer. Such 
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transactions may be recorded and han- 
dled exactly as brokers’ and customers’ 
transactions are handled. However, it 
is more practicable to segregate them, 


as indicated. The debits and credits 
to the ‘‘House”’ columns follow the 
general rule, i. e., if functioning as 


broker, the house is credited; if function- 
ing as customer, the house is debited. 
No detail postings are made from these 
columns, but the totals posted 
monthly to ‘Securities Owned” Account 
in General Ledger. 

The right, or sales, 
side of the Blotter func- 
tions similarly 
left, or purchase, side. 
The debit and _ credit 
effects are reversed as to 
brokers, 
but otherwise there is no 
essential difference. It 
is to be noted, however, 
that a column for “Tax” 
is provided. The total 
of this column furnishes the basis of the 
monthly credit to “Revenue Stamps” 
Account. 

“‘Commission ” 


are 


to the 


customers and 


column represents a 
credit to that account, just as it does 
on the purchase side of the book. 

The credit to Customers is arrived at 
by deducting from the Brokers’ amount 
the charges for commission and tax. 

Each page of the Blotter should be 
footed and the footings carried forward 
from page to page, so that monthly 
totals can be built up. 

The two sides of the book are balanced 
independently, total debits equaling 
total credits on each side. 


Margins 


As explained above, the house ad- 
vances the difference between the cus- 
tomer’s margin and the purchase price, 
which, ordinarily, amounts to about 


B.S M. 
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80 per cent of the purchase price. It 
must be remembered that the house’s 
sole security is the stock purchased. 
Therefore, it must be in position to pro- 
tect itself in case such security becomes 
impaired. Thus in the case of a pur 
chase at 100 on 20 points margin, if the 
price were to fall 80, the house would 
call on the customer for more margin, and 
unless it is deposited immediately, the 
house would be forced to sell the stock, 
in order to prevent a possible loss. 








Securities 


| Market Ledger 
Value | Balance 


Shares Price 





| 
| 
| 
| 
| | 
| 





Form 5--Margin Record 

This being the case, and as market 
values rise and fall rapidly in an active 
market, a careful record of margin 
accounts must be maintained, showing 
moneys advanced, market values of 
securities held, and customers’ margins. 
This record, which is called the Margin 
Record, is illustrated in Form 5. 

In the case of a short sale, the proce- 
dure is reversed. Here the house must 
protect itself against a rise in the market 
value. The customer sells a stock that 
he does not own at the price current 
when the sale is made. The stock must 
be delivered to the purchaser within 
some specified time, during which the 
customer expects to buy it in for less 
then he sold it. At the time the sale is 
made the house also obligates itself to 
make delivery to the other broker within 
the time specified. The house is, there- 
fore, personally liable in case of failure 

















to deliver, regardless of his rights as to 
the customer. 

On the other hand, the house has a 
receivable item due him from the other 
broker, which will be paid when the 
the amount of 
which is governed by the price at which 
the stock was sold. 


stock is delivered, but 


lhe house, therefore, requires a margin 
from the customer to protect itself in 
case it has to buy in the stock (in order 
to effect delivery) at a price in excess of 
that for which it was sold. 

Thus if the house sells short for cus- 
tomer A 10 shares XYZ to broker B, 
seller 90, at 100, on 20 points margin, 
the house from 
broker B amounting to $1000; opposed 


has a receivable item 
to this is the house’s absolute liability to 
deliver to broker B, within 90 days, 10 
shares XYZ, 


10 shares 


regardless of what the 
may Now, with the 
$1000 the house will receive from broker 
B when delivery is made, plus the margin 


cost. 


of $200 already received from the cus- 
tomer, the house is protected so long as 
the market price does not exceed 120. 
If it reaches that point the house will 
call on its customer for more margin, 
and if such margin is not deposited, it 
will buy in the 10 shares and make 
delivery to broker B, thus completing 
the transaction. 

From this it will be seen that a margin 
record covering short accounts is equally 
as vital as the one previously referred to 
in connection with long accounts. 


Margin Record 


The purpose of this record is to disclose 
the relationship between values advanced 
by the house and the market value of 
collateral held as security for such 
advances. The difference between the 
two represents the customer’s equity or 
margin. 


In the case of a long account, the 
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excess of market value over ledger 
balance equals customer’s margin. In 


the case of short 
ledger balance over market value equals 


margin. 


accounts, excess of 


Whether or not the margin is 
ample is disclosed at a glance. 
Accounting for Securities 


record of 
securities irrespective of money values, 


\ stock broker keeps a 


in much the same way that a merchant 
keeps a record of his merchandise. 

The broker maintains two records for 
this purpose, which are: 

1. The Position Book, or Ledger. 

2. The In and Out Book, or Journal. 

The Position Book which is illustrated 
in Form 6 is the Securities Ledger, and 
it functions as a perpetual inventory. 

It shows the total shares (of stock) and 
par value (of bonds) under the control 
of the house, and the total shares and 
par value that the house is short. It 
shows further the disposition of these 
totals as 


between brokers, 


and the house. 


customers, 


This information originates in the 
Blotter and the In and Out Book. 


Postings from the Blotter represent pur- 
chases and sales of securities, regardless 
of receipt or delivery; postings from the 
In and Out Book represent securities 
received and delivered, irrespective of 
purchases or sales. 

Individual accounts show 
the securities long or short, as well as 
money balances. At least once a month 
the Position Book should be compared 
with customers’ accounts to see that 
shares and descriptions of securities as 
shown by both records are in agreement. 

“Securities Owned”’ Account should be 
compared with Position Book monthly 
to verify the house’s holdings. 

In a well managed house, physical 
inventories of securities are taken .fre- 
quently. Such an inventory, however, 


customers 
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s00k, 


securities 


will not agree with the Position 


because it includes only 
actually in possession of the house (in 
while the Book 


shows all securities under control of the 


“the box” Position 


house. In comparing physical inventory 
with Position Book, therefore, the follow- 
ing records 


must also be taken into 


account: 
1. Stocks loaned 
banks 


2. Stocks pledged to (Loan 
Ledger) 
3. Stocks out for transfer (Letters o! 
transmittal 
Securities in ‘“‘the box”’ plus the three 
groups listed above should agree with 
the Position Book. 


Position Book 
A separate page is provided for each 
security, the name of the security being 
written across the top of the page. The 
pages are arranged alphabetically by 


securities. The wide space at the left 
is for the names of customers and 
brokers. The vertical columns are for 


number of shares. The chronological 
progression is from left to right, each 
column specific date. 
The operation of this record is extremely 
difficult to describe in the abstract, so 
let us assume a specific case. 


representing a 


On January Ist, 1922, the house in- 
augurated a new accounting system and 
installed, among other records, a Position 
Book. 
analysis of customers’ accounts disclosed 
that 100 shares of Anaconda Copper 
were on hand, distributed as follows: 


The inventory of securities and 


A. Andrews—Long—235 Shares 
B. Biddle 


House 


50 Shares 
—25 Shares 

On January 2, the following transac- 
tions occurred: 







































































l-lmjofe| | | | | 
Nal )a ial | | | | 
— — | 
Risin 
i i 
Dudley |_| 50| sojsol | | | |_ 
Coreen _}_25| 25126) | | | | 
a 2 
ioe Vins lt 
Smith Bros. | | $0| — | 
ae sR 
Williams & Co. | | 25/25 RaeG 
peeenn }_|_|_|_ a 
House ||25) 25} 2525 | 
Form 6—Position Book - 
Sold: 


Andrews 25 shares to 
Jones & Co., Brokers 

For account of 
Smith Bros., 

For account of 


For account of 


Biddle 25 shares to 
Brokers 


bo 
sa 


Carson (Short 
shares of Jones & Co., Brokers 


Bought: 
For account of Dudley 50 shares from 
Smith Bros., Brokers 
For account of Elwell 100 shares from 
\. Adams, Brokers 

On January 3rd, the following: 

The house borrowed, from Williams 
& Company, the 25 shares that Carson 
was short and delivered them to Jones 
& Co. 

The house also delivered to brokers 
the stock sold by their other customers 
and received brokers the stock 
purchased, the latter being forwarded to 
the Anaconda Copper 
transfer. 

On January 4th: 


from 


Company for 


The house received the new certificates 


— 
aon 








V 





100 
hares to Elwell, who paid the house. 


rom the Company ind delivered 
\lthough the foregoing may perhaps 
pear rather involved, it is in reality 
uite 


Qn January 1, t 


simple. 


he house was long 
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Transaction No. Biddle sold 25 
shares to Smith Bros. As Biddle was 


carrving 50 shares, however, his account 


balance is reduced 
Smith’s the 


is not closed, but the 


to 25 shares. is 


account 


same as Jones’ (above 





























100 shares, 25 shares of which belonged Pransaction No. 3—-Carson sold short 
” to the house and 75 shares of which was 25 shares to Jones. Carson had no 
carried for customers. It will be observed — stocks and is, therefore, shown as-short 
that the column for January 1 totals the 25 shares, and will continue to be 
100 shares. It should — qerpage) i : 
ve noted here that black Date | Shares | securities | Cert Nos.| Received ew | tortenenet | Semeie 
ndicates shares long,and  .———— Par | TEER: | Peee ; 
rea italics indicates 
hares short——therefore 
the record shows 100 | 
hares long and the dis- 
sition thereof. 
Now to consider sub- 
equent transactions. | 
Mach purchase or sale af- 
¢ fects twopeople thecus- a oie 
tomer and the broker to — — [Rigss Feet 
hom the stock was sold. Date | Shares | Securities |Cert. Nos.| Delivered To For Account Of | Remarks 
\ purchase results, pend- — Ce a i - 
ing deliveries, in the cus- | | 
tomer being long and the | | 
broker being short. In- | | | | 
versely, a sale makes the | | 
customer short and the | | 
broker long; or if the | | 
customer sold stock | 
¥ which he was already ! — Saas 
yng, the sale reduces his ee ee eee 
balance by the number of shares sold. so shown until he delivers. Jones is long 
entries in Position Book are shown in 25 shares. ‘Fhe house borrows the stock 
Form 6. from Williams & Co. on the 3rd and de- 
rransaction No. 1—Andrews sold 25 _ livers it to Jones, whose account is now 
shares to Jones & Co. on January 2. The closed. Williams & Co. are now long 
record shows that Andrews now has no 25 shares, and Carson is short the same; 
stock and Jones (from this transaction) therefore, the stock is not in possession 
is long 25 shares. Andrews’ account is of the house. 
' ow closed. On January 3, the stock Transaction No. 4—Dudley bought 
as delivered to Jones, as the symbol 50 shares from Smith Bros. Here we 
” shows. This posting originated in show Dudley long and Smith short. 
the “In and Out Book.”’ Jones’ account ’on the 3rd shows delivery by 
is now closed (as to this transaction). Smith. Dudley’s account being. still 
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long 50 shares shows that delivery has 


not been made to him and that the 
house has the stock. 

Transaction No. 5—-Elwell bought 
100 shares from Adams. First entry 


of the transaction is the same as in No. 4. 
2 "on the 3rd shows delivery by 
\dams to the House. the 
4th shows delivery by 
Elwell. Both Adams’ 
counts are now closed. 

It will be that 
carried forward from day to day, so 
that the last the right in 
which any entries appear will disclose the 
status of all The 
of the column will show the net position 


; on 
the 
and 


house to 
Ehlwell’s ac 


noted balances are 


column. to 


accounts. net total 
of the house as to the particular security, 
regardless of the disposition of such 
position among customers, brokers, and 
house, and regardless, also, of longs or 
shorts. 

Thus, on January 1, as we have seen, 
the 100 all of 
their On 


January 2, the positions of individuals 


house is long shares, 


which are in possession. 
have changed, but net position of house 
is unchanged, as no deliveries or receipts 
have been effected. 

On January 3, the house is long 200 
shares, having received 175 shares and 
delivered 75 and having had 
100 shares on hand since January 1. On 
January 4, the 100 shares were delivered 
to Elwell, leaving the house long 100 
shares. 


shares, 


In and Out Book 
This is a 
securities 


record of 
As 
‘““delivered”’ 
refer to securities which come into the 


chronological 
received and delivered. 
here used, ‘“‘received’”’ and 


house’s control and which go out of the 
house’s control. 

from a seller 
upon payment of the price would con- 
stitute a “receipt’’; a stock delivered to 


Thus a stock received 
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a purchaser under like conditions would 
On the other 
hand, a security pledged with the bank 
would not 


constitute a delivery. 
constitute a delivery, nor 
would the redemption of such a security 
In the first case the 
securities come into, and go out of, the 
the 
in the second case, the securities come 


constitute a rec eipt. 


possession and control of house; 


into, and go out of, the possession of the 


house, but the house’s control of the 
securities is unatfected. 

Ruling of the In and Out Book is 
shown in Form 7. 

Conclusion 

\s stated at the beginning of this 
thesis, no attempt as been made to 
cover all the ramifications of Stock 


Brokerage Accounting. One important 
phase of the subject that has been barely 
touched upon is the preparation and 
interpretation of the Balance Sheet, the 
proper exposition of which is entirely 
beyond the scope of this treatise. 
However, the essential features of a 
workable system have been presented, 
with a view to giving a general under- 
standing of the procedures involved in 
keeping the accounts of a Stock Broker. 


Tax Department Reflections 


Would it not be a capital net gain if 
certain individuals were requested to 
leave Washington? 

Why is it that a brief is generally 
everything but that? 

Should the manufacturers of the 57 
varieties report with respect to informa- 
tion at the ‘‘ sauce’’? 

Coals to Newcastle: Sending a wa(i)ver 
to a hairdresser. 

Some taxpayers feel at first that pro- 
posed additional taxes have been com- 
puted on a cruel (accrual) basis. 

N. B. BERGMAN. 
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confirmed our impression that the author 
has succeeded in presenting the subject 
clearly as well as concisely, and that the 
article is deserving of further publicity. 
the 
accounts of stock brokers have in them 


Because, to many accountants, 


an element of mystery, we are repro 
ducing the article so that all the members 
of our staff, not only those in our 


brokerage audit department, may have 


an opportunity to familiarize them 


selves with the subject. 


\ COMMUNICATION FROM “Op 
CONTRIBUTOR” 
To the Editor of the L. R. B. & M Journal: 
When the L. R. B. & M. Journal 
was brought forth, it must have been the 
result of much thought on the part of the 
members of firm. The firm un- 
doubtedly expected that there would be 
abundant 


the 


forthcoming each 
month from which the Journal could be 


material 


compiled. 

To what extent the firm’s expectations 
have is susceptible of 
The truth of the 
matter is, however, the Journal does not 
reflect as fully as it should the literary 
abilities of the very large amount of 
talent within the organization. 


realized 
differing estimates. 


been 


Lack of time would be a poor excuse 
to offer. The Editor is himself a very 
busy man but finds time to attend to 
numerous details incidental to the publi- 
cation of the Journal. 

There must be a veritable mine of 
interesting information within the scope 
of the majority of the members of the 
staff. It has been estimated that the 
unrecorded stories ‘‘swapped” among 
the men would alone fill a monthly 
publication much larger than L. R. B. & 
M. Journal. 

The writer ventures the opinion that 
if due consideration were given to the 

Continued on page 24) 
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In Memoriam 


By Tuomas B. G. HENDERSON 


Chica 
both business 
and social, were deeply shocked Lo 
learn of the death of Donald J. Mac- 
donald last Sunday. True enough, he 


Numerous friends, 


had been bedridden for eight months 
and the possibility of death was ever 
present throughout his sickness, but 
all his friends hoped and_ believed 
that somehow a 
the 
would 


change for 
better 
take place and 
that springtime 
would find 
“Mac” for 
many knew him 
simply as Mac) 
on his feet. 
Previously, 
about seven or 
eight years ago, 
‘“Mac”’ had suf- 
fered a serious 
physical break- 
down, but 
recovered 


he 
and 
after- 
sought 
obtained 


soon 
wards 
and 
employment 
with Lybrand, 


Donald J. 


Ross Bros. & Montgomery, the firm 
he still served up to the time of his 


death. The position secured was but 


a humble one and the compensation 
modest 


indeed, and no wonder, for 
‘“Mac”’ had had no previous training 
He 
immediately displayed unusual ability, 
and with an analytical mind and keen 
insight he was soon recognized as a 


in the public accounting field. 


co Office) 


real accountant. 
rapid that 
found him second in command. 


His progress was so 
his third year’s service 
Not 
only his co-workers, but the firm’s 
clients, recognized his great men- 
tality, for they not only sought, but 
often demanded his services. 

During his six years of service, 

““Mac’s”’ 

underwent rapid 
and 
prospered. One 
and all connect- 
ed with the firm 
freely admit 
that much of 
this growth is 
due to ‘ Mac’s” 
extraordinary 
ability and per- 
sonality. 

He be- 
loved by all. not 
only by his su- 
periors, but also 
by who 
them- 
selves as under 
him. Maybe it 
his demo- 

cratic spirit, 
possibly his humility, or this great 
combination, that made every one in 
the organization, every man and girl, 
feel that he was a friend as well as 
manager. 

With the passing of Macdonald, the 
accounting profession has lost one of 
its most brilliant minds and his firm 
has lost a most loyal and devoted 
associate. 


office 


expansion 


Was 


those 
regarded 


Macdonald was 
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BOSTON 
After a long period of dormancy the 
‘Cabinet” has been revived and a meet- 
We have been 
unable to find out what transpired at 


ing was held recently. 


the meeting because those in attendance 
profess to be unable to recall any of the 
They all 
looked worn, weary and worried the next 
morning. We understand, however, that 
number of 


subjects that were discussed. 


there were a complaints 
registered concerning the quality of the 
cigars that were passed out. 

ee & 


Mr. and Mrs. 
established in their very attractive new 
home in Waban. Their latch string is 
out and they are ready to welcome all 


Sweet are now well 


comers. too 


well 


and 


The snow and ice are not 
removed. Mr. New-wed 
brisker at removing 


obstructions. 


is apter 
accounting 
There is a garden at the 
back, one of great potential attractive- 
Will he dig and delve, or will he 
supervise? 


ness. 


k 


Mr. and Mrs. Keller have booked 
passage for England on the Veendam, 
which sails May 17. They 
remain abroad until late in August (or 
later, if they dare!). 


plan Lo 


k * * 

R. G. 

the year, being married to Miss Louise 

Bb. Brown of Arlington, Massachusetts, 
on February 19. Benedicting. 


* * 


Ladd was our first benedict of 


The following members of the staff 
successfully negotiated the grade at 
Beacon Hill last November and are now 
C.. 2. A’s.c 
G. S. Adams E. G. Boutelle 
N. V. Bellenoit C. R. Shaw 
A. C. Soney C. W. Tucker 


M. 
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Notes 


W. b. Gibson conducted a C. P. A. 
preparation class at Northeastern last 
Out 
of a class of twenty-five, twelve passed 
the and four were 
conditioned in one subject. (N. B. that 
Gibson is also a C. P. A. 


fall and had phenomenal success. 


state examination 


oo 
L. F. Blake is another professor on our 
staff. 
ing at Northeastern is proving to be very 


His first year class in cost account- 


popular. 
CHICAGO 
Dear Mr. Editor: 

You can plainly see from the letter 
head* on which this is written that the 
writer is not in Chicago. In fact, he has 
hardly been in the office for the past six 
weeks and consequently his knowledge 
of interesting events and items of general 
interest is very meager. 

Mr. Gaudette of your office is with me. 
I just asked him if he had ever read any 
of our contributions from Chicago. Ina 
very indifferent manner answered, 
“Yes, but it doesn’t mean very much to 
The only explanation I can 
imagine for his not enjoying good litera- 


he 
me.” 


ture is the effect of the excellent cigars 
which he inhales. I understand they are 
made by one of the best ship chandlers 
in New York, who has a unique method 
of blending the hemp, the tar and the 
rubber. The effect is exceedingly power- 
ful. To approximate it let your motor 
run in a small garage with all doors and 
windows closed. 

Otherwise he is a regular fellow and 
we hope you send him out again. 

We had the pleasure recently of seeing 
Mr. Brady of the Philadelphia office who 
came out to pull a few chestnuts out of 


*Hotel Kaskaskia, La Salle, Ill. 
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the fire for us. Several of your good men 
from New York were here this month on 
a brokerage job but as the office is after 
me by telephone to get these notes in on 
time for the thirtieth anniversary number 
[ am forced to omit the names they are 
using at present. 

Many things have perforce happened 
since the last issue of the Journal which 
included office notes. In the summer 
Miss Ross and Miss Storey paid us a 
visit. Outside of being almost frightened 
to death while skidding 
skidable driven by 
partner, everything went well. 

Our old college chum, Harold Hoff- 
man, who has for many years shouted 


in the non- 


car our resident 


from the housetops his immunity from 
the wiles of women, fell off the housetops 
on St. Valentine’s day and man 
fell! 

However, I admire his candor because 
he frankly admits that the doctrines, 
views, opinions and all other pernicious 
propaganda which he had broadcasted 
for so long are all wrong and that from 
henceforth he intends to lead a better 
life. It has not been my pleasure to 
meet the lady of his choice (Leap Year), 
but if she is as charming as her siste! 


how he 


the lad has done himself proud. Long 
life and happiness to them both! 

Bill Merkle has another boy in his 
family which puts him far in the lead 
around here. 

Charlie Gallup spent a few days in 
Chicago recently. He tells me the last 
time he went home his little girl shouted, 
‘‘Mamma, here’s that strange man 
around the house again.” 

Even if lL am out of town I am reason- 
ably certain that our office is functioning 
properly because I regularly receive one 
of Miss Casey’s form letters specifying 
in minute detail which of my time reports 
have been lost in the mails. 


CHICAGO’S FOREIGN CORRESPONDENT. 


M. 


FOURN AL 


CINCINNATI 
Dear Sirs: 

We are in receipt of telegram dated 
New York, March 18, from one of your 
correspondents or assistants (although 
the signature would rather indicate that 
he was writing under a nom-de-plume, 


as the telegram was signed “‘ office boy’’). 
We must apologize for failing to send in 
any notes in connection with the Cin 
cinnati Office, which is due entirely to 
the fact that we are so new that nothing 
in the way of news of interest has had 
time to grow into a full-fledged article. 
This office was established on January 
Ist and on account of the necessary work 
incident to installation of a new office, 
there is practically nothing that could 
happen of interest to the outside world, 
even within our own organization. The 
situation as it exists here today might 
practically be stated as follows: 


Changes None 
\dditions None 
Separations None 
Scandal None 
Marriages None 
Deaths None 
Business Some 


Prospects Some more 
Yours very truly, 


J. R. PEEBLEs. 


DETROIT 
not to write—that is the 
question; for what shall we say that 


To write or 


would be of interest to the other offices? 
If we praise ourselves, verily the others 
will think us vain, when in reality we 
are only telling the truth; if we belittle 
ourselves, they might believe us, when 
as a matter of fact, we are only jesting. 
If we publish letters from our clients in 
which approval of our work is expressed, 
we would be guilty of plagiarism, as it is 
well known that New York is the only 
office that can do that. If we remark 
that ‘‘John Jones” joined our staff, the 














other offices would wonder who John 
Truly the 
life of a correspondent is not an easy one! 


Jones was. And so it goes. 


*x* * * 

Having these 
cynical thoughts, we are now less hesi 

* tant about the 
paragraphs, the subject matter of which 
conflict 


purged ourselves of 


submitting following 


seems to with the sentiments 
expressed. 
aes 
We have thoroughly enjoyed having 
Mr. Hyer of the New York office in our 
midst. His genial presence is an inspira- 


tion, and we would like to Hyer him. 
x * x 


It is a pleasure to welcome Mr. E. J. 
Barr, C. P. A., Illinois, who has joined 
us recently, having transferred from the 

s Chicago office. He’s a right good fellow. 
And wait! E. J. will shortly be one of 
the greatest living essayists, Barr none. 
He writes essays on any subject from 
“The Rug on the Bathroom Floor”’ to 
“Etiquette of Fijian Accountants.”’ 
The works of Emerson and Bacon will 
soon give way for Barr—without a rail. 


* 2 


Mr. Alpha J. Campbell, who came 
with us not long ago, is strutting around 
like a dog with two tails; yes, he gained 
the coveted C. P. A., Michigan, last 
week. Despite his name he is not our 
first Michigan C. P. A., Burleson having 
outdistanced him in 
high honors. 


the race for these 
*x* * * 


Another of the boys is also doing a 

little strutting. Mr. and Mrs. Williams 

' celebrated the Ides of March with the 

arrival of “C. S. P., Jr.” “*Pop” says 

he is already capable of considerable 

“foot(ing) work” and _ is well 
jualified to ‘‘call back.”’ 


now 
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LOS ANGELES 
The Los Angeles office is shocked and 
grieved at the seeming indifference dis- 
played by the JouRNAL in its failure to 
fill up its pages acknowledging the Coast 
to Coast service now existing in the fam- 


ily circle. Merely because Mr. Keast 
dubs the Los Angeles office as ‘Our 
Country Home” is no reason why it 


should be kept a secret. 

The Los Angeles office is by far the 
most that could be desired in every way 
Peace, 
quiet, dignity, character, stability, com- 
fort, light, sunshine, good ventilation and 


for an accounting business. 


everything that goes to make for good, 
dependable work. 

Stately palms in the front lawn wave 
their long arms back and forth drawing 
and directing clients hitherward. 

\mple for parking 
cars belonging to members of the staff, 
in our own garage, aids in getting to 


accommodation 


work promptly, and also in leaving more 
promptly. 

A large reinforced concrete vault in 
the rear of the building protects our 
records from fire and other things. 

Many branches of Eastern Manufac- 
turers have their representation in Los 
Angeles. Many offices of Lybrand, Ross - 
Bros. & Montgomery have offices near 
Eastern Manufacturers. 

To those offices, the Los Angeles office 
sends greetings and wishes to aid, co- 
operate and ‘collaborate, and to further 
say the address at Los Angeles is 

935 Valencia Street. 
C. S. BLack. 
kok OK 
NEW YORK 

A bill was recently introduced into 
the New York State Legislature with the 
regulating the practice of 
public accountancy in the State of New 
York. The bill in its present state pro- 


object of 
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grant Certified 
Accountant to the following: 


poses to the degree of 


Public 


1. Any citizen accountant who for a perio 
three ears or more immediately preceding the 
late vhen the ict become ellective as beer 
ngaged in the practice of public acc ul 
ithin New York State 

2. Any citizen accountant who for a period 
three ears or more immediately precedu 
date this act become elective as beel 
responsibl harge of accounting engage? nt 
in employed member of the staff of iccount 
int or firm of accountants, provided such app 
ant submits evidence qualifications satis 
factory to the board 

,) \ny citizen accountant ho has pra ticed 
three years or more as a certified public account 
int in another state, under a license or a certil 


cate of his qualifications so to practice, issued 





by the proper authorities of such state and whose 
qualifications are atisfactory to the Ne Yort 
board 

4. Citizen residents over 21 years of age ho 
submit evidence of academic and _ professional 
qualification satisfactory to the board ho 
pass the required examination 

\fter the effective date of the law, 


the practice of public accountancy by 
those who do not possess the degree of 
Certified Public will be a 
misdemeanor and subject to a penalty 


Accountant 


of $500 or one year in prison, or both. 

[t is understood that this bill has the 
approval of the State Commissioner of 
Education and has been endorsed by the 
New York State Society of Certified 
Public Accountants. The final dispo 
sition of this bill will be of great interest 
to the New York office. 


Se & 


Mr. A. F. Stock, the prolific lecturer 
of the Cost Department, has been at it 
again. This time it was at the February 
meeting of the Philadelphia Chapter of 
the National Cost Ac 
countants held February 8, 1924, at the 
Bellevue-Stratford, Philadelphia, Penn. 
His subjec t was ** The Control of Labor.” 
After Mr. Stock’s talk, which was voted 


Association of 


a huge success, the members engaged in 
a general discussion, one of the main 
speakers being Henry P. Schuit, Comp- 


be. Bo Oe. 
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troller, Autocar Company, also of the 
L. R. B. & M. Alma Mater. 


order of the day. 

Mr. Buchanan, 
sojourning on the Pacific Coast, it should 
be stated that Mr. Howard has installed 
a Freed 


Radio is the For 


the benetit of now 


and all 
future suggestions regarding Income Tax 
1925, if 


Eismann receiving set 


Procedure, transmitted on a 


1.000 


wave length of anything under 


meters will be gratefully received and 
given special attention. 

Speaking of recent engagements—has 
anybody noted the left hand of the 


Misses Cac 


ett and Gorman lately? 
The following are excerpts from ** The 
\ccountants’ Postings,’ February, 1924. 


When all business had been tri Mr 
Walter A. Staub, ( Pr. A partner of our 


insacted 





Colonel Montgomery, talked on ‘Consolidates 
Statements. \t the conclusion of this lecture, 
Comrade Bischoff, in proposing a vote of thanks 
ld of Mr. Staub’s erest \ccountants Post 
nd mentioned th wt that Mr. Staub on 
everal occasions has referred to the activitie 
t the Post in the L. R. B. & M. Journal 
\lmost enty ears ago Mr. Walter .\ 
Staul as the iuthor t the prize paper © 
The Mode of Conducting an \udit,”’ read at 
the Congress \ccountants held at the World 
Fair, St. Louis. Our younger members do not 
realize wit hat enthusiasm this paper was 
eceived by the students of that 
as no Ronald Press Company 
furnish books on all siness ) 
the Journal of Accountancy, id 
books and papers by erican 
vere lifficult to find Mr Staub’s excellent 
discuss ot “Cons ited Statements ré 
illec » the writer of these es the merits 
the earlier paper and the benetit e derives 
thorough study ol 


All of 
Staub’s reputation was not built in a 


which goes to prove that Mr. 


day, nor the result of an accident. 

lhe h 
Kept 

Were not attained by sudden flight; 


But they, whil 


ights of great men reached and 


e their companions slept, 
Were toiling upward in the night. 








It is with extreme pleasure that we 
innounce the return of Mr. Lybrand 
an period of 
Never did he look better 
nor was he more welcome than when his 


radiant smile burst in on us after what 
] 
! 


operation and a 


recuperation. 


seemed altogether too long a period of 


eclipse. 
While on the subject of recuperation, 
Colonel Montgomery also returned to 


March. 


which 


Ns desk 


the 


ibsence was not of a serious nature. 


during 
ailment 


Fortunately 
necessitated his 


very man in his place, say we, which 
probably accounts for the fact that the 
howling team of L. B. & M. (Ac- 
was thoroughly trimmed by 
the bowling team of Spaldings (Sporting 
The 
countants and tried to be bowlers follow: 
McCluskey, Stahlschmidt, Flachbart, 
lyrrell, Colquhoun, and Peterson. There 
five games played, all of which 
re won by Spalding. 
that 


R. 
countants) 
individuals who are ac- 


Goods . 


were 


we 


It is understood 
the only reason Spalding did not 
win any more games was because the 
after the fifth 
The star performer for L. R. B. 
& M. was Flachbart, who had the sur- 
prising (in a manner of speaking) total 
of 62 pins for one game. Which proves 
that, as far as accountants and bowling 
are concerned, the accountants should 
stay in their own back alley. 


OW ling alleys closed 


game. 


{omlins and Rudel recently returned 
from Chicago, whereas Marsh made a 
flying trip to Kansas City and return. 
Looks as if New York is invading the 
enemies’ territory. 

PITTSBURGH 
Attention: Office Boy 
Dear Editor: 

The Pittsburgh office has been so very 

busy during the past few months that 


es 
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notes of interest all seem to be centered 
in one thing—WORK. 

We have had several additions to our 
staff—Messrs. S. Y. McConnell, C. S. 
Lowe and D. S. Rogers. 

By this time, everyone knows of Mr. 
Keast’s being transferred to California. 
He seems too busy to write to us, but we 
get an occasional line, in which his reports 
are all the same—California is not to be 
compared with Pittsburgh.* 

We hope this will satisfy the Editor. 

Very truly yours, 
L. R. B. & M. 
©The Editor is considering the advisability of 
having a special congressional committee 
appointed to investigate whether Mr. Keast 
made such a statement or whether, on the part 
of Pittsburgh, it is a case of “the wish is father 
to the thought.” 

SAN FRANCISCO 

The S pice of Life 

If, as has been alleged, “‘ Variety is the 
Spice of Life,” the accountant’s life in 
the San Francisco office should be almost 
as highly seasoned as a Mexican tamale. 

A glance at the office calendar for al- 
most any day will reveal a list of clients’ 
businesses more diversified than the ros- 
ter of a Rotary Club. 
March 18th: 


Here is a list for 


\n Insurancy Agency 
Investment Broker 

Printing Corporation 

Art Shop 

Dry Goods:House 

Carton Box Manufacturers 
\utomobile Distributors 

\ Mah-Jong Selling Company 

\ Daily Newspaper 

\ Hotel-Apartment House 
Washing Machine Manufacturers 
Wholesale Dairy Products 

Fish and Sea Food Restaurants 
\n Estate 

A Gold Mining Company 

\ Tank and Pipe Manufacturer 
\ Steamship Company 

Men’s Furnishings 

Department Store 

Commercial Paper Bankers 

\ Ranch and Farming Company 











bdo 
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Wholesale Silks and Trimmings 
Steel Manufacturers 
\ Charitable Society 
Perhaps the influence of this variety of 
“spice,” or the ‘spice of variety,” may 
account in some measure for the great 
amount displayed by Mr. 
Buchanan, of the Income Tax 
Department, formerly of the New York 
Office. Mr. Buchanan, however, blames 
our San Francisco climate. 


ae pep” 
Robert 


He says he 
cannot imagine any one getting ‘Spring 
fever” here, as there is no way of know- 
ing when Spring starts. 

This is probably the only office where 
we all carry overcoats and umbrellas to 
work every morning in the year. The 
overcoats are to wear home at night— 
for we wear summer-weight clothing all 
the year round—while the umbrellas, of 
course, are to keep us from getting sun- 
burned when we go to lunch. 


The New Form of Reports 

Anyone who has tried to change horses 
in the middle of a stream, or similar feats, 
will appreciate the experience of the San 
Francisco Office in changing the form, 
size and “‘set-up”’ of reports in the midst 
of the rush season. The standard size of 
the old form of reports was 14x 11, 
while the new size is 1134x914. Re- 
ports were formerly prepared on Under- 
wood typewriters equipped with elite 
type, while we now use Remington type- 
writers with a special combination of 
uncial and pica type. The changes also 
involve the use of working papers of 
quite different sizes and rulings than 
heretofore. 

That these changes have been made 
successfully under the conditions reflects 
much credit upon the entire staff, but our 
stenographic department deserves special 
credit. 

The appearance presented by the new 
form of reports has already been the 
subject of favorable comment by clients. 
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Music Hath Charms 
The following extracts from an article 
which appeared in the San Francisco 
Chronicle of March 19, 1924, regarding 
one of our clients, may be of interest: 
“Sherman, Clay & Co 


supremacy during 
merchandising 


established _ its 
1923 as the largest musical 
house in the United States 
Chis Pacific Coast company had gross sales of 
$9,099,000 during 1923, as against the best year 
previously of $8,328,616 in 1920. Che last year 
was an increase of $1,404,877 over 1922. 

“The audit for the year ending December 31, 
1923, just made by Klink, Bean & Co. and 
Lybrand, Ross Brothers & Montgomery shows 
$707,211 available for dividends, interest and 
taxes, 

“The company shows a ratio of current assets 
to current liabilities of 4.3 to 1. Net profits for 
the past five years average $681,324. 

Since the beginning of the business, fifty-four 
years ago, there has not been a single year with 
an operating loss, except the year of the San 
Francisco tire in 1906. At the present time the 
company’s business is divided equally between 
wholesale and retail, with stores in San Fran 
Oakland, Spokane, Portland, Seattle, 
Sacramento, San Jose, Fresno, Tacoma, Stock- 
ton, Bakersfield, Watsonville, Vallejo, Santa 
Rosa and Reno, and wholesale office in Los 
Angeles.” 


Mr. Bates, Comptroller of 
Sherman, Clay & Co., in an interview 
with Mr. Keast, commended very highly 
the work of Mr. R. H. Anderson, who 
was in charge of the audit referred to in 
the above article. 


cisco, 


George 


Vital Statistics 
A glance at the San Francisco office 
roster reveals that twenty-five out of 
forty of the men-folks are married, while 
of the thirteen ladies only two admit that 
they are not sole proprietors. 
However, when the young lady whom 


we had always called Miss Agnes 


Hansen informed us, on February 13, 
1924, that a change of name was effective 
as of February 13, and we all congratu- 
lated the bride as Mrs. Harry Huntley, 
she hastened to correct the date by add- 
ing that this was her first anniversary. 

















This has led us to believe that the 
office records may be entirely out of date, 
and that the official census taker ought 
to call the roll every morning. For all 
we know, even Sid Skinner, of the Sys- 
tem Department, although commonly 
alleged to be a most confirmed bachelor, 
may have been married for years. 


When we discovered that the person- 
nel records showed that only two of the 
ladies in the office had bobbed hair 
whereas, a detailed check indicates that 
only three have decided to 
qualify any future statements regarding 
such matters, as ‘“‘prepared from the 
books without audit thereof.” 


not—we 


kok O* 
SEATTLE 
In January, Mr. Robert Buchanan, in 
general charge of the tax work of the 
Pacific Coast offices, made us a visit, 
which we all enjoyed. Before coming 
to Seattle, Mr. Buchanan spent a week 
in Salem, Oregon, assisting the State Tax 
Commission in the preparation of regu- 
lations relative to the administration of 
the new Oregon Income Tax law, which 
became effective as of January 1, 1923. 
This law, which was passed by the legis- 
lature in the spring of 1923, was sub- 
jected to a referendum vote in the au- 
tumn, and passed at that time by a bare 
majority. Its operation is being watched 
with a great deal of interest by the other 
Coast states which seem likely to enact 
similar laws, if the administration of the 

Oregon measure proves satisfactory. 
Campbell is eagerly looking forward to 
the opening of the trout season on April 
Ist. So are the rest of us, as he has 
promised to share the proceeds of his 
weekly catch with the other members of 
the staff. Subsequent the 
JOURNAL may contain some fish stories, 
in consequence of his activities. 


issues of 
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WASHINGTON 
Dear Editor: 
The 


Washington office is 


just in 
receipt of a telegram from the office boy, 
saying you are raising a row because we 
haven't sent you any notes for the March 


Journal. We momen- 
tarily expecting another telegram from 


issue of the are 
Miss Storey, demanding an overdue cash 

account. If we don’t spend a few hours 

on time reports, we'll get another tele- 

gram Mr. Dumbrille tomorrow, 

telling us that all the work in the New 

York office is held up because we haven’t 

sent those in. We have also received 

today telegrams from San Fran- 

one from Detroit, one from 

Chicago, one from Boston, one from 
Louisville, Ky., and one from New York 
on various other sundry matters demand- 
ing immediate attention. We also wish 
to call your attention to some of the 
afflictions recently visited upon members 
of the staff. First, Miss Wadlin had an 
attack of grippe, and then Mr. McGuire 
had tonsilitis. Also, Miss Mattingly has 
had to have a large pair of tortoise shell 
rimmed glasses, and altogether we have 
been laboring under many difficulties. 

In spite of all this, and notwithstand- 
ing the fact that you have treated with 
cold contempt several batches of Journal 
notes submitted for past issues, we are 
promptly taking pen in hand to send 
you all the latest news from this point 
of interest. 

The month of March was ushered in 
with a rush to file amortization claims, 
protests and the like, and up to this 
writing the rush is still on. Even the 
15th of March hasn’t seemed to stop it. 

The Revenue Act of 1924 has finally 
reached the Committee on Finance in 
the Senate, and the Deficiency Appro- 
priation Bill has passed the House of 
Representatives. We mention the latter 
especially as it contains the appropria- 


from 


four 
cisco, 
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tion for paying claims allowed by the 
Department but not paid because of 
lack of funds. We might add in passing 
that the Washington office has been in 
for some considerable criticism because 
of the this 
regard. 

The present 
undergoing one of its periodical reor- 
ganizations. This time Corporation 
Audit Division is having a shake-up. 
All the cases in that 
reassigned on a_ geographical 
instead of by subjects, as they are now 
handled. This means, for instance, that 
what is now Manufacturing Section may 
handle cases from New England and the 
present Trading Section may handle 
cases from New York and New Jersey, 
while Finance may handle the Middle 
West. We do not know as yet how the 
cases will be divided, as the Department 
is still in the throes attendant upon 
reassigning all the cases in the Division. 

In haste, as always, 

WASHINGTON OFFICE. 


slowness of Congress in 


Income Tax Unit is at 


section are being 


basis, 


Communication from ‘Old 
Contributor” 
Continued from page 15) 

matter, the combined staffs would not 
only contribute sufficient material for a 
goodly-sized house organ but the staff 
would print it as well. Benjamin Frank- 
lin alone did much more than this. 

The accountant develops talent for 
observation and expression, the cardinal 
principles entering into the make-up of 
a professional writer. With these qual- 
ities present, is there any reason why the 
staff should not respond to the extent of 
its capacity, and make the Journal a 
publication in which the firm can find a 
realization of their dearest wishes? 

L. R. B. & M. Journal should be (if it 
is not) one of the leading house organs. 


3 


JOURNAL 


The Editor has been very considerate in 
the publication of the efforts of the mem- 
bers of the staff. The ‘‘blue pencil’ has 
been allowed to ‘‘rust in its scabbard”’ 
in order that self-expression in the staff 
may be encouraged. 
Among the matters which could be 
treated by the staff, may be mentioned: 
Lectures on current business topics 
Engagements of an unusual nature 
Places visited in the course of an 
engagement 

Interesting characters met 

Vacation experiences 

Local activities of the staffs 

Matters of personal interest to 
members of the staff 

Reviews of books on accounting 

and related subjects 

But the range of subjects is no more 

limited in the staff than it is in the 

reporters upon a paper. 

As a suggestion, a certain man on the 
staff of each office should be appointed 
to receive contributions and to act as 
intermediary between each office and the 
Editor. The same appointee could rec- 
ommend subjects and otherwise invite 
contributions. Most contributions can 
be written in a few hours, not a long time 
when spread over an entire month. 

The Journal is the only practicable 
medium wherein there can be a free 
interchange of sentiments for the general 
good of the whole organization, and 
since it is the earnest hope of the mem- 
bers of the firm that the publication 
shall reflect the unanimity of the men 
and women on the staffs, is it not a part 
of our duty to contribute even to the 
extent of the ‘‘widow’s mite?” It 
should borne in mind that it is 
undoubtedly the intent of the firm that 
contributions shall include criticisms of 
the Journal, favorable or otherwise. 
New York, N. B. BERGMAN 

March 18, 1924. 


be 




















